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Dated as of September 1, 1970




LEASE OF EQUIPMENT dated as of September 1, 1970, between
C.L'T. CorroratioN, a New York corporation (hereinafter called the
Lessor), acting herein through its agent C.I.T. LEAsiNG CORPORATION,
a Delaware corporation, and TraiLer Train CoMPANY, a Delaware
corporation (hereinafter called the Lessee).

WrEeRrEas the Lessor has entered into three Manufacturing Agree-
ments dated as of September 1, 1970 (each such Manufacturing
Agreement hereinafter called a Manufacturing Agreement) with the
Lessee and ACF Industries, Incorporated, Pullman Incorporated
(Pullman-Standard Division) and Bethlehem Steel Corporation, re-
spectively, pursuant to which the Lessor has agreed to purchase and
take delivery of the railroad equipment described in Schedule A hereto
(hereinafter sometimes called the Equipment) : and

WrnEreAs the Lessee has agreed to lease from the Lessor all the
units of the Ifquipment, or such lesser number of units as are de-
livered and accepted and settled for under the Equipment Trust Agree-
ment (as hereinafter defined) on or prior to December 15, 1970 (each
hereinafter called a Unit and collectively the Units) at the rentals and
for the term and upon the conditions hereinafter provided; and

WaEREAs the Lessor and the Lessee have entered into an Equip-
ment Trust Agreement dated as of September 1, 1970 (hereia called
the Equipment Trust Agreement), with Manufacturers Hanover Trust
Company, as Trustee (hereinafter called the Trustee), under which
security title to the Units will be reserved to the Trustee until the Lessor
fulfills all its obligations under the Equipment Trust Agreement;

Now, THEREFORE, in consideration of the premises and of the
rentals to be paid and the covenants hereinafter mentioned to be kept
and performed by the Lessee, the Lessor hereby leases the Units to the
Lessee upon the following terms and conditions, but subject aad sub-
ordinate to all the rights and remedies of the Trustee under the Equip-
ment Trust Agreement.
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§ 1. Delivery and Acceptance of Units. The Lessor will cause each
Unit accepted pursuant to a Manufacturing Agreement to be delivered
to the Lessee at the same point or points within the United States of
America at which such Unit is delivered to the Lessor under such
Manufacturing Agreement, such point or points, however, to be
mutually acceptable to the Lessor and the Lessee. Upon such
delivery, the Lessee will cause an inspector of the Lessee to inspect the
same, and if such Unit is found to be acceptable, to accept delivery of
such Unit and to execute and deliver to the Lessor and to the Trustee a
Lessee’s Certificate (as defined in the Equipment Trust Agreement and
complying with the provisions of Section 4.04(a) thereof), whereupon
such Unit shall be deemed to have been delivered to and accepted by the
Lessee under this Lease and shall be subject thereafter to all the terms
and conditions of this Lease and such Lessee’s Certificate shall be abso-
lutely binding upon the Lessee. Any Unit excluded from or substituted
under the Equipment Trust Agreement pursuant to the third paragraph
of Section 4.01 thereof shall likewise be excluded from this Lease.

§ 2. Rentals. The Lessee agrees to pay to the Lessor, as rental for
each Unit subject to this Lease, 30 consecutive semiannual payments,
payable on March 1 and September 1 in each year commencing March
1, 1971. The first such semiannual payment shall be in an amount equal
to the sum of (x) 1.00919% of the Cost (as such term is defined in the
Equipment Trust Agreement) of each Unit subject to this Lease and
(y) .0265215%, of the Cost of such Unit for each day elapsed from and
including the Settlement Date (as defined in Section 4.02 of the Equip-
ment Trust Agreement) for such Unit to March 1, 1971, and the
remaining twenty-nine such semiannual payments shall each be in an
amount equal to 5.783% of the Cost of each such Unit. In addition,
the Lessee shall pay to the Lessor (i) on the Settlement Date for each
Unit, if such Settlement Date is later that the 31st day following the
date of acceptance of such Unit pursuant to § 1 hereof, additional rental
in an amount equal to interest on the Cost of such Unit from such 31st
day to and including the Settlement Date, at a rate per annum equal to
the prime rate which the Trustee would charge on such Settlement Date
for 90-day loans to borrowers of the highest credit standing and (i)
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on March 1, 1971, additional rental in an amount equal to 10.59% per
annum of the amount from time to time remaining on deposit with the
Trustee as Deposited Cash (as defined in the Equipment Trust Agree-
ment) from the original date of issue of the Trust Certificates (as de-
fined in the Equipment Trust Agreement) to the date of application
of such Deposited Cash or March 1, 1971, as the case may be. If any
of the payment dates referred to above is not a Business Day (as
defined in the Equipment Trust Agreement). the payment shall be
payable on the next succeeding Business Day (without interest).

Notwithstanding anything to the contrary contained herein, any
and all sums paid by the Lessee pursuant to its guaranty set forth in the
first paragraph of Section 7.01 of the Equipment Trust Agreement in
respect of the obligations set forth in Sections 5.04(c), (d) and (e)
thereof not attributable to an Event of Default (as hereinafter de-
fined) hereunder or to late payment shall be thereupon deemed to
have been paid in reduction or satisfaction, to the extent thereof, of
any rental payments then due and payable by the Lessee to the Lessor
under this § 2.

The Lessor irrevocably instructs the Lessee to make all the pay-
ments provided for in this Lease, during the original term hereof (other
than the rental payable pursuant to clause (i) of the third sentence of
this § 2, and any amount payable in respect of a Unit which has not
been settled for pursuant to Section 4.02 of the Equipment Trust
Agreement by reason of such Unit’s having suffered a Casuzlty Oc-
currence, which rental and amount shall be paid to the Lessor at
the address set forth in the second sentence of this paragraph), in
immediately available funds in New York City for the account of
the Lessor, in care of the Trustee at its office at 40 Wall Street,
New York, N. Y. 10015, attention of Corporate Trust Department, with
instructions to the Trustee first to apply such payments to satisfy the
obligations of the Lessor under the Equipment Trust Agreemer:t known
to the Trustee to be due and payable on the date such payments are due
and payable hereunder and second, so long as no Event of Default
under the Equipment Trust Agreement shall have occurred and be
continuing, to pay any balance promptly to the Lessor in immediately
available funds in New York City to the credit of C.I.T. Corporation,




4

c¢/o Chemical Bank, Madison Avenue and 59th Street Branch, New
York, New York 10022, Special Account Number 116-013117, or to such
other place as the Lessor shall specify in writing. After the original
term of this Lease, all payments provided for herein shall be made to the
Lessor in immediately available funds in New York City to the credit
of C.I.T. Corporation, c/o Chemical Bank, Madison Avenue and 59th
Street Branch, New York, New York 10022, Special Account Number
116-013117, or to such other place as the Lessor shall specify in writing.
The Lessee agrees to make the payments provided for herein as con-
templated by this paragraph.

This Lease is a net lease and the Lessee shall not be entitled to
any abatement of rent, reduction thereof or set-off against rent, in-
cluding, but not limited to, abatements, reductions or set-offs due or
alleged to be due to, or by reason of, any past, present or future
claims of the Lessee against the Lessor under this Lease or otherwise
or against the Trustee; nor, except as otherwise expressly provided
herein, shall this Lease terminate, or the respective obligations of the
Lessor or the Lessee be otherwise affected, by reason of any defect in
or damage to or loss of possesion or loss of use of or destruction of
all or any of the Units from whatsoever cause, the prohibition of or
other restriction against the Lessee’s use of all or any of the Units, the
interference with such use by any person or entity, the invalidity
or unenforceability or lack of due authorization of this Lease or lack
of right, power or authority of the Lessor to enter into this Lease,
or by reason of any failure by the Lessor to perform any of its obliga-
tions herein contained, or for any other cause whether similar or
dissimilar to the foregoing, any present or future law to the contrary
notwithstanding, it being the intention of the parties hereto that the
rents and other amounts payable by the Lessee hereunder shall con-
tinue to be payable in all events in the manner and at the times herein
provided unless the obligation to pay the same shall be terminated
pursuant to the express provisions of this Lease.

§ 3. Term of Lease. The term of this Lease as to each Unit shall
begin on the date of the acceptance thereof by the Lessee pursuant
to § 1 hereof and, subject to the provisions of § § 6, 9 and 12 hereof,
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shall terminate on the date on which the final semiannual payment
of rent in respect thereof is due hereunder.

§ 4. Identification Marks. The Lessee will cause each Unit to be
kept numbered with the identifying number set forth in Schedule A
hereto, or in the case of any Unit not there listed such identifying
number as shall be set forth in any amendment or supplement hereto
extending this Lease to cover such Unit, and will keep and rnaintain,
plainly, distinctly, permanently and conspicuously marked on each side
of such Unit, in letters not less than one inch in height, the following
words: “OWNED BY A BANK 0R TRUST COMPANY UNDER A SECURITY
AGREEMENT FILED UNDER THE INTERSTATE COMMERCE ACT, SECTION
20c”, or other appropriate words designated by the Lessor or the
Trustee, with appropriate changes thereof and additions thereto as
from time to time may be required by law or reasonably requested in
order to protect the title of the Lessor and the security title of the
Trustee to such Unit and the rights of the Lessor under this Lease
and the Equipment Trust Agreement and of the Trustee under the
Equipment Trust Agreement. The Lessee will not place any stch Unit
in operation or exercise any control or dominion over the same until
such words shall have been so marked on both sides thereof and will
replace promptly any such words which may be removed, defaced or
destroyed. The Lessee will not change or permit to be changed the
identifying number of any Unit except in accordance with a statement
of new numbers to be substituted therefor, which statement praviously
shall have been filed with the Trustee and the Lessor and filed, recorded
and deposited by the Lessee in all public offices where this Lease and
the Equipment Trust Agreement shall have been filed, recorded and
deposited.

Each Unit may be lettered “Trailer Train Company”, “T.T.X.”,
or in some other appropriate manner for convenience of identification
of the interests of the Lessor and the Lessee therein. Except as above
provided, the Lessee will not allow the name of any person, association
or corporation to be placed on any of the Trust Equipment as a desig-
nation which might be interpreted as a claim of ownership.

§5. Taxes. All payments to be made by the Lessee hereunder will
be free of expense to the Lessor and the Trustee for collection cr other
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charges and will be free of expense to the Lessor and the Trustee with
respect to the amount of any local, state, federal or foreign taxes
(other than any United States federal income tax [and, to the extent
that the Lessor is entitled to credit therefor against its United States
federal income tax liability, any foreign income tax] payable by the
Lessor in consequence of the receipt of payments provided herein and
other than the aggregate of all state or city income taxes or franchise
taxes measured by net income based on such receipt, up to the amount
of any such taxes which would be payable to the state and city in
which the Lessor has its principal place of business without apportion-
ment to any other state or city, except any such tax which is in sub-
stitution for or relieves the Lessee from the payment of taxes which
it would otherwise be obligated to pay or reimburse as herein provided,
and other than any taxes payable by the Trustee in consequence of the
receipt by the Trustee of fees or compensation for services rendered
under the Equipment Trust Agreement) or license fees, assessments,
charges, fines or penalties (all such taxes, license fees, assessments,
charges, fines and penalties being hereinafter called impositions)
hereafter levied or imposed upon or in connection with or measured by,
this Lease, the Equipment Trust Agreement or any of the instruments
or agreements referred to herein or therein or contemplated hereby or
thereby, or any sale, rental, use, payment, shipment, delivery or trans-
fer of title under the terms hereof, the Equipment Trust Agreement
or any such instruments or agreements, all of which impositions the
Lessee assumes and agrees to pay on demand in addition to the pay-
ments to be made by it provided for herein. The Lessee will also pay
promptly all impositions which may be imposed upon any Unit or for
the use or operation thereof or upon the earnings arising therefrom
(except as provided above) or upon the Lessor solely by reason of its
ownership thereof or upon the Trustee solely by reason of its security
title thereto and any impositions upon or on account of the trust created
by the Equipment Trust Agreement or the transactions contemplated
thereby (whether or not such transactions shall actually be consum-
mated) or the instruments or agreements referred to therein or con-
templated thereby, and will keep at all times all and every part of such
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Unit free and clear of all impositions which might in any way affect the
title of the Lessor and the security title of the Trustee (or the in-
terests of the holders of the Equipment Trust Certificates issued under
the Equipment Trust Agreement) therein or result in a lien or secur-
ity interest upon any such Unit (other than the Equipment Trust
Agreement and this Lease) and will supply the Lessor and the Trustee
with a receipt or other evidence of such payment satisfactory to the
Lessor and the Trustee; provided, however, that the Lessee shall be
under no obligation to pay any impositions so long as it is contesting
in good faith and by appropriate legal proceedings such impositions and
the nonpayment thereof does not, in the opinion of the Lessor or the
Trustee, adversely affect the title, property or rights of the Lessor or
the Trustee hereunder or under the Equipment Trust Agreement. If
any imposition shall have been charged or levied against the Lessor or
the Trustee directly and paid by the Lessor or the Trustee, the Lessee
shall reimburse the Lessor or the Trustee, as the case may be, on pre-
sentation of an invoice therefor. The Lessor agrees that if, in the opin-
ion of independent tax counsel selected by the Lessor and acceptable to
the Lessee, a bona fide claim exists to all or a portion of any imposition
in respect of which the Lessee has made payment to the Lessor as afore-
said, the Lessor shall, upon request and at the expense of the Lessee,
take all such legal or other appropriate action deemed reasonable by
said independent counsel in order to sustain such claim. The Lessor
shall not be obligated to take any such legal or other appropriate ac-
tion unless the Lessee shall first have indemnified the ILessor for all
liabilities and expenses which may be entailed therein and shall have
furnished the Lessor with such reasonable security therefor as may
be requested. The Iessee shall be entitled to the proceeds of the
successful prosecution of any such claim.

In the event any reports with respect to impositions are required
to be made, the Lessee will either make such reports in such manner
as to show the interests of the Lessor and the Trustee in the Units,
if such is necessary or appropriate, or will notify the Lessor and the
Trustee of such requirement and will make such reports in such manner
as shall be satisfactory to the Lessor and the Trustee.
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In the event that, during the continuance of this Lease, the Lessee
shall become liable for the payment or reimbursement of any imposi-
tions pursuant to this § 5, such liability shall continue, notwithstanding
the termination of this Lease, until all such impositions are paid or
reimbursed by the Lessee.

§ 6. Payment for Casualty Occurrences. Whenever any Unit shall
be or become worn out, lost, stolen, destroyed or irreparably damaged,
from any cause whatsoever, or taken or requisitioned by condem-
nation or otherwise (such occurrences being hereinafter called Casualty
Occurrences) during the term or any extended term of this Lease, or
until such Unit shall have been returned in the manner provided in § 13
hereof, the Lessee shall, promptly after it shall have been determined
that such Unit has suffered a Casualty Occurrence, deliver to the Lessor
and the Trustee a Lessee’s Certificate (as defined in the Equipment
Trust Agreement) fully informing them with respect thereto and com-
plying with the provisions of Section 5.07 of the Equipment Trust
Agreement. On the rental payment date next succeeding the delivery of
such Lessee’s Certificate (or, in the event such rental payment date will
occur within 60 days after such delivery, on the following rental pay-
ment date or, if this Lease, or any extended term hereof, as the case
may be, shall expire before or within 60 days after such delivery on the
expiration date of this Lease, or any such extended term, or any other
date thereafter, within 60 days of such delivery or, in the event that such
Unit shall not have then been settled for pursuant to Section 4.02 of
the Equipment Trust Agreement at the time of such delivery, on the date
such Unit would have been settled for but for such Casualty Occur-
rence) the Lessee shall pay to the Lessor an amount equal to the ac-
crued rental for such Unit to the date of such payment plus a sum equal
to the Casualty Value (as hereinafter defined) of such Unit as of such
payment date in accordance with the schedule set out below. Upon the
making of such payment by the Lessee in respect of any Unit, the rental
for such Unit (other than additional rental payable pursuant to
clause (ii) of the third sentence of the first paragraph of § 2 hereof)
shall cease to accrue as of the date of such payment, the term of this
Lease as to such Unit shall terminate and (except in the case of the
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loss, theft or complete destruction of such Unit) the Lessor shall
be entitled to recover possession of such Unit. If the date upon which
the making of such payment by the Lessee in respect of any Unit is
required as aforesaid shall be after the original or any extended term
of this Lease in respect of such Unit, no rental for such Unit shall ac-
crue after the end of such term but the Lessee in addition to paying the
Casualty Value for such Unit shall pay interest thereon at the prime rate
of interest which the Trustee would charge on the date of such pay-
ment for 90-day loans to borrowers of the highest credit standing, from
the end of such term to the date of such payment. The Lessor shall,
upon request of the Lessee, after payment by the Lessee of a sum equal
to the Casualty Value of any Unit which shall have been lost, stolen
or completely destroyed, execute and deliver to or upon the order
of the Lessee a bill of sale (without warranties) for such Uni-.

Except as provided in the last sentence of this paragraph, the
Casualty Value of each Unit as of any rental payment date shall be
the greater of (x) the Fair Value thereof as determined pursuant
to Section 5.07 of the Equipment Trust Agreement or (y) that
percentage of the Cost of such Unit as is set forth in the Zollowing
schedule opposite the number of such rental payment date:

CASUALTY VALUE

Rental Payment Rental Payment
Date No. Percentage Date No. Percentage
1o 100% 16 0o 749,
2 100 17 oo . 67
3 99 18 ... ... 67
4 . 99 19 ... L. 60
5 o 97 20 ... 60
6 .. 97 20 ... 52
7o 94 22 . 52
8 94 23 ... 44
9 90 24 ... 44
10 ........... 90 25 ... 35
1) &5 26 ... 35
12 ... .. &5 27 . 25
13 ........... 79 28 . 25
4 ... ... 79 2 .0 25

15 ... . ..., 74 30 and thereafter 5
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The Casualty Value of any Unit which shall suffer a Casualty Occur-
rence prior to settlement for such Unit pursuant to Section 4.02 of
the Equipment Trust Agreement and which, because of such Casualty
Occurrence, is not settled for, shall be an amount equal to the Cost of
of such Unit,

Except hereinabove in this § 6 provided, the Lessee shall not be
released from its obligations hereunder in the event of, and shall bear
the risk of, any Casualty Occurrence to any Unit after delivery to and
acceptance thereof by the Lessee hereunder.

§ 7. Awnnual Reports. On or before April 1 in each year, commenc-
ing with the year 1971, the Lessee will furnish to the Lessor and the
Trustee, in such number of counterparts or copies as may reasonably
be requested, a Lessee’s Certificate, as of the preceding December 31,
(i) showing the amount, description and numbers of all Units then
leased hereunder and the amount, description and numbers of all Units
that may have suffered a Casualty Occurrence during the preceding
12 months (or since the date of this Lease in the case of the first such
Lessee’s Certificate), and such other information regarding the condi-
tion and state of repair of the Units as the Lessor or the Trustee may
reasonably request and (ii) stating that, in the case of all Units re-
paired or repainted during the period covered thereby, the markings
required by § 4 hereof and Section 5.06 of the Equipment Trust Agree-
ment have been preserved or replaced. The Lessor shall have the right
at its sole cost, risk and expense, by its agents, to inspect the Units and
the records of the Lessee with respect thereto at such reasonable times
as the Lessor may request during the continuance of this Lease.

§ 8. Disclaimer of Warranties; Compliance with Laws and Rules;
Maintenance; Indemmification; and Insurance. The Lessor makes no
warranty or representation, either express or implied, as to the de-
sign or condition of, or as to the quality of the material, equipment or
workmanship in, the Units delivered to the Lessee hereunder, and the
Lessor makes no warranty of merchantability or fiiness of the Units
for any particular purpose or as to its title to the Units or any com-
ponent thereof, it being agreed that all such risks, as between the Lessor
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and the Lessee, are to be borne by the Lessee; but the Lessor hereby
irrevocably appoints and constitutes the Lessce its agent and attorney-
in-fact during the term of this Lease to assert and enforce from time
to time, in the name of and for the account of the Lessor and/or the
Lessee, as their interests may appear, at the Lessee’s sole cost and
expense, whatever claims and rights the Lessor may have against the
manufacturer of the Units or of the components thereof. The Lessor
shall have no responsibility or liability to the Lessee or any other per-
son with respect to any of the following: (i) any liability, loss or
damage caused or alleged to be caused directly or indirectly by any
Units or by any inadequacy thereof or deficiency or defect therein
or by any other circumstances in connection therewith; (ii) the use,
operation or performance of any Units or any risks relating thereto;
(iii) any interruption of service, loss of business or anticipated profits
or consequential damages; or (iv) the delivery, operation, servicing,
maintenance, repair, improvement or replacement of any Units. The
Lessee’s acceptance of delivery of the Units shall be conclusive evi-
dence as between the ILessee, the Lessor and the Trustee, that all
Units described in any Lessee’s Certificate confirming such acceptance
are in all the foregoing respects satisfactory to the Lessee and the
Lessee will not assert any claim of any nature whatsoever against the
Lessor or the Trustee based on any of the foregoing matters.

The Lessee agrees, for the benefit of the Lessor and the Trustee,
to comply in all respects with all laws of the jurisdictions in which
operations involving any Unit subject to this Iease may extend, with
the Interchange Rules of the Association of American Railroads, if ap-
plicable, and with all lawful rules of the Interstate Commerce Commis-
sion, if applicable, the Department of Transportation and any other leg-
islative, executive, administrative or judicial body or officer exercising
any power or jurisdiction over any such Unit, to the extent such laws
and rules affect the operations or use of such Unit; and the Lessee
chall and does hereby indemnify the Lessor and the Trustee and agrees
to hold the Lessor and the Trustee harmless from and against any
and all liability that may arise from any infringement or violation
of any such laws or rules by the Lessee, the Tessee’s emp oyees or
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any other person. In the event that such laws or rules require the
alteration of the Units or in case any equipment or appliance on any
such Unit shall be required to be changed or replaced, or in case any
additional or other equipment or appliance is required to be installed
on such Unit in order to comply with such laws and rules, the Lessee
agrees to make such alterations, changes, additions and replacements at
its own expense and to use, maintain and operate such Unit in full
compliance with such laws and rules so long as such Unit is subject to
this Lease; provided, howecver, that the Lessee may, in good faith, con-
test the validity or application of any such law or rule in any reason-
able manner which does not, in the opinion of the Lessor or the Trustee,
adversely affect the property or rights of the Lessor or the Trustee
hereunder or under the Equipment Trust Agreement.

The Lessee agrees that, at its own cost and expense, it will main-
tain and keep each Unit (including any special device, rack or assembly
attached or affixed thereto and considered an accession thereto as
hereinbelow provided) which is subject to this Lease in good order
and repair.

Any and all additions to any Unit and any and all parts installed
on or replacements made to any Unit (other than any special devices,
racks or assemblies, at any time attached or affixed to any such Unit,
the cost or purchase price of which is not included in the Cost of such
Unit and the title to which is in a person, firm or corporation other than
the Lessor, the Lessee or the Trustee) shall be considered accessions
to such Unit and, without cost or expense to the Lessor or the Trustee,
there shall immediately be vested in the Lessor and the Trustee the
same interest in such accessions as the interests of the Lessor and
the Trustee in such Unit. The Lessee may make alterations or modi-
fications in any Unit so long as it does not affect the value of such
Unit adversely. The Lessee shall not permit any special device, rack or
assembly to be attached or affixed to any Unit unless such special
device, rack or assembly is to be considered an accession to such Unit
or may be readily removed from such Unit without materially impair-
ing the value of such Unit.

The Lessee agrees to indemnify and save harmless the Lessor
and the Trustee against any charge or claim made against the Lessor
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or the Trustee and against any expense, loss or liability (including
but not limited to counsel fees and expenses, patent liabilities, pen-
alties and interest) which the Lessor or the Trustee may incur in any
manner by reason of the issuance of the Trust Certificates or by reason
of entering into or performing the Equipment Trust Agreement, this
Lease, any of the instruments or agreements referred to therein or
herein or contemplated thereby or hereby or the ownership of, or
which may arise in any manner out of or as the result of the ordering,
acquisition, purchase, use, operation, condition, delivery, rejection,
storage or return of, any Unit while subject to this Lease or until no
longer in the possession of or stored by the Lessee, whichever is later,
and to indemnify and save harmless the Lessor and the Trustez against
any charge, claim, expense, loss or liability on account of any accident
in connection with the operation, use, condition, possession or storage
of any Unit resulting in damage to property or injury or death to any
person. The indemnities contained in this paragraph shall survive pay-
ment of all other obligations under this Lease and the termination of
this Lease.

The Lessee agrees to preparc and deliver to the Lessor within a
reasonable time prior to the required date of filing (or, to the extent
permissible, file on behalf of, and furnish a copy to, the Lessor) any
and all reports known by the Lessee to be required to be filed by the
Lessor, or requested by the Lessor to be filed, with any Federal, state or
other regulatory authority by reason of the ownership by the Lessor
of the Units, the security title of the Trustee to the Units or the leasing
of the Units to the Lessee.

§9. Default. Tf, during the continuance of this Lease, one or more
of the following events (hereinafter sometimes called Events of De-
fault) shall occur:

A. default shall be made in the payment of any part of the
rental provided in §§2, 12 or 17 hereof and such default shall
continue for 15 days; or

B. the Lessee shall make or permit any unauthorized assign-
ment or transfer of this Lease or any unauthorized sublease or
use of the Units, or any thereof; or
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C. default shall be made in the observance or performance
of any other of the covenants, conditions and agreements on the
part of the Lessee contained herein or in the Equipment Trust
Agreement and such default shall continue for 30 days after writ-
ten notice from the Lessor to the Lessee specifying the default and
demanding that the same be remedied; or

D. any proceedings shall be commenced by or against the
Lessee for any relief under any bankruptcy or insolvency laws, or
laws relating to the relief of debtors, readjustments of indebted-
ness, reorganizations, arrangements, compositions or extensions
(other than a law which does not permit any readjustment of the
obligations of the Lessee hereunder) and, unless such proceedings
shall have been dismissed, nullified, stayed or otherwise rendered
ineffective (but then only so long as such stay shall continue in
force or such ineffectiveness shall continue), all the obligations
of the Lessee under this Lease, under the Equipment Trust Agree-
ment and under the guaranty endorsed on the Trust Certificates
shall not have been duly assumed in writing, pursuant to a court
order or decree, by a trustee or trustees or receiver or receivers
appointed (whether or not subject to ratification) for the Lessee
or for the property of the Lessee in connection with any such pro-
ceedings in such manner that such obligations shall have the same
status as obligations incurred by such a trustee or trustees or
receiver or receivers, within 30 days after such appointment, if
any, or 60 days after such proceedings shall have been commenced,
whichever shall be earlier;

then, in any such case, the Lessor, at its option, may:

(a) proceed by appropriate court action or actions, either at
law or in equity, to enforce performance by the Lessee of the appli-
cable covenants of this Lease or to recover damages for the breach
thereof ; or

(b) by notice in writing to the Lessee terminate this Lease,
whereupon all rights of the Lessee to the use of the Units shall
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absolutely cease and determine as though this Lease had never been
made, but the Lessee shall remain liable as hereinafter provided;
and thereupon the Lessor may by its agents enter upon the premises
of the Lessee or other premises where any of the Units may be
and take possession of all or any of the Units and thenceforth hold,
possess and enjoy the same free from any right of the IL.essee, its
successors or assigns, to use the Units for any purposes whatever;
but the Lessor shall, nevertheless, have a right to recover from
the Lessee any and all amounts which under the terms of this
Lease may be then due or which may have accrued to the date of
such termination (computing the rental for any numbe- of days
less than a full rental period by multiplying the rental for such
full rental period by a fraction of which the numerator is such
number of days and the denominator is the total number of days
in such full rental period) and also to recover forthwith from the
Lessee (1) as damages for loss of the bargain and not as a penalty,
a sum, with respect to each Unit, which represents the excess of
(x) the present value, at the time of such termination, of the entire
unpaid balance of all rentals for such Unit which would >therwise
have accrued hereunder from the date of such termination to the
end of the term of this Lease as to such Unit over (y) the then
present value of the rentals which the Lessor reasonably esti-
mates to be obtainable for the Unit during such period, such
present value to be computed in each case on a basis ¢f an 8%
per annum discount, compounded semiannually from the respec-
tive dates upon which rentals would have been payable hereunder
had this Lease not been terminated, (ii) any damages and ex-
penses, including reasonable attorneys’ fees, in addition thereto
which the Lessor shall have sustained by reason of the breach
of any covenant or covenants of this Lease other than for the
payment of rental, and (iii) an amount which, after decuction of
all taxes required to be paid by the Lessor in respect of the
receipt thereof under the laws of the United States of America
or any political subdivision thereof, shall, in the reasonable
opinion of the Lessor, cause the Lessor’s net return under this
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Lease to be equal to the net return that would have been available
to the Lessor if it had been entitled to utilization of all or such
portion of the Rapid Amortization Deduction (as hereinafter
defined) which was lost, not claimed, not available for claim or
disallowed in respect of a Unit as a result of the termination of
this Lease, the Lessee’s loss of the right to use such Unit, any
action or inaction by the Lessor or the sale or other disposition
of the Lessor’s interest in such Unit after the occurrence of an
Event of Default,

Anything in this § 9 to the contrary notwithstanding, any default
in the observance or performance of any covenant, condition or agree-
ment on the part of the Lessee which results solely in the loss by the
Lessor of, or the loss by the Lessor of the right to claim, or the
disallowance with respect to the Lessor of, all or any portion of the
amortization deduction with respect to a Unit provided for in Section
184 of the Internal Revenue Code of 1954, as amended to the date
hereof (herein called the Rapid Amortization Deduction), available
to non-railroad lessors of railroad equipment shall be for all purposes
of this Lease deemed to be cured if the Lessee shall, on or before the
next rental payment date after written notice from the Lessor of the
loss, or the loss of the right to claim, or the disallowance of the Rapid
Amortization Deduction in respect of such Unit, agree to pay to the
Lessor the revised rental rate in respect of such Unit determined as
provided in the second paragraph of § 17 hereof.

The remedies in this Lease provided in favor of the Lessor shall
not be deemed exclusive, but shall be cumulative, and shall be in addi-
tion to all other remedies in its favor existing at law or in equity. The
Lessee hereby waives any mandatory requirements of law, now or
hereafter in effect, which might limit or modify the remedies herein
provided, to the extent that such waiver is permitted by law. Subject
to the provisions of the second paragraph of § 2 hereof, the Lessee
hereby waives any and all existing or future claims to any offset against
the rental payments due hereunder and agrees to make rental payments
regardless of any offset or claim which may be asserted by the Lessee
or on its behalf.
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The failure of the Lessor to exercise the rights granted it here-
under upon the occurrence of any of the contingencies set forth herein
shall not constitute a waiver of any such right upon the continuation
or recurrence of any such contingencies or similar contingencies.

§ 10. Return of Units Upon Default. 1f this Lease shall termi-
nate pursuant to § 9 hereof, the Lessee shall forthwith deliver pos-
session of the Units to the Lessor. Each Unit returned to the Lessor
pursuant to this § 10 shall (i) be in the same operating ordsr, repair
and condition as when originally delivered to the Lessee, reasonable
wear and tear excepted, (ii) have attached or affixed thereto a1y special
device, rack or assembly considered an accession thereto as provided
in § 8 hereof and have removed therefrom any special device, rack or
assembly not so considered an accession thereto and (iii) meet the
standards then in effect under the Interchange Rules of the Association
of American Railroads, if applicable. For the purpose of delivering
possession of any Unit or Units to the Lessor as above required, the
Lessee shall at its own cost, expense and risk:

A. forthwith and in the usual manner and at usual speed,
cause such Units to be transported to such point or points as shall
reasonably be designated by the Lessor, and

B. permit the Lessor to store such Units on any lines of
railroad or premises approved by the Lessor until such Units
have been sold, leased or otherwise disposed of by the __essor.

The assembling, delivery, storage and transporting of the Units as
hereinbefore provided shall be at the expense and risk of the Lessee and
are of the essence of this Lease, and upon application to any court of
equity having jurisdiction in the premises the Lessor shall bz entitled
to a decree against the Lessee requiring specific performance of the
covenants of the Lessee so to cause the assembly, delivery, storage and
transporting of the Units. During any storage period, the La2ssee will
permit the Lessor or any person designated by it, including the author-
ized representative or representatives of any prospective purchaser of
any Unit, to inspect the same; provided, however, that the Lessee shall
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not be liable, except in the case of negligence of the Lessee or of its
employees or agents, for any injury to, or the death of, any person exer-
cising, either on behalf of the Lessor or any prospective purchaser, the
rights of inspection granted under this sentence.

Without in any way limiting the obligation of the Lessee under the
foregoing provisions of this § 10, the Lessee hereby irrevocably appoints
the Lessor as the agent and the attorney of the Lessee, with full power
and authority, at any time while the Lessee is obligated to deliver pos-
session of any Unit to the Lessor, to demand and take possession of such
Unit in the name and on behalf of the Lessee from whomsoever shall
be at the time in possession of such Unit. In connection therewith the
Lessee will supply the Lessor with such documents as the Lessor may
reasonably request.

§ 11. Assignment; Possession and Use. This Lease shall be as-
signable in whole or in part by the Lessor without the consent of the
Lessee, but the Lessee shall be under no obligation to any assignee of
the Lessor except upon written notice of such assignment from the
Lessor. All the rights of the Lessor hereunder (including but not
limited to the rights under §§ 5, 8, 9 and 17 hereof) shall inure to the
benefit of the Lessor’s assigns as if named herein as Lessor.

So long as no Event of Default exists hereunder and the Lessee
shall have fully complied with the provisions of the fifth and sixth
paragraphs of this § 11, the Lessee shall be entitled to the possession of
the Units and also to sublease the Units to, or to permit their use under
the terms of car contracts by, a sublessce or user incorporated in the
United States of America (or any State thereof or the District of
Columbia), upon lines of railroad owned or operated by such sublessee
or user, or over which such sublessee or user has trackage rights or
rights for operation of its trains, and upon connecting and other
carriers in the usual interchange of traffic, but only upon and subject
to all the terms and conditions of this Lease.

Any such sublease may provide that the sublessee, so long as it
shall not be in default under such sublease, shall be entitled to the pos-
session of the Units included in such sublease and the use thereof;
provided, however, that every such sublease shall be subject to the
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rights and remedies of the Trustee under the Equipment Truvst Agree-
ment and the Lessor under this Lease in respect of the Uni:s covered
by such sublease upon the occurrence of an Event of Default there-
under or hereunder.

The Lessor shall have the right to declare this Lease terminated
in case of any unauthorized assignment or transfer of the Lessee’s
rights hereunder or in case of any unauthorized transfer or sablease of
any of the Units.

The Lessee, at its own expense, will as soon as possible cause to
be duly discharged any lien, charge, security interest or other encum-
brance (except as aforesaid and other than an encumbrance resulting
from claims against the Lessor or the Trustee not related to the owner-
ship or leasing of, or the security title of the Trustee to, the Units)
which may at any time be imposed on or with respect to any Unit
including any accession thereto or the interest of the Lessor, the Trus-
tee or the Lessee therein. The ILessee shall not, without the prior
written consent of the Lessor, part with the possession or control of, or
suffer or allow to pass out of its possession or control, any of the Units,
except to the extent permitted by the provisions of this § 11.

The Lessee agrees that during the term of this Lease (i) it will not
assign or permit the assignment of any Unit to service involving the
regular operaticn and maintenance thereotf outside the United States of
America, (ii) any use of any Unit outside the United States 0" America
will be limited to incidental and temporary use in Mexico and Canada,
and (iii) it will not make or permit any use of a Unit which shall result
in such Unit failing to qualify as “qualified railroad rolling stock”
within the meaning of Section 184(d) of the Internal Revenue Code of
1954, as amended to the date hereof, or any regulations promulgated by
the Internal Revenue Service thereunder.

§ 12. Purchase and Renewal Options. Provided that this Lease
has not been earlier terminated, no Event of Default exists hereunder
and the Lessee is not otherwise in default hereunder, the Lessee
may, by written notice delivered to the Lessor not less than six months
prior to the end of the original term of this Lease or any extended
term hereof, as the case may be, elect (a) to purchase all, but not
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fewer than all, the Units then covered by this Lease at the end
of the original or any extended term of this Lease for a purchase
price equal to the Fair Market Value of such Units as of the
end of such term or (b) to extend the term of this Lease in respect
of all, but not fewer than all, the Units then covered by this Lease,
for up to three five-year periods commencing on the scheduled expira-
tion of the original term of this Lease, provided that no such extended
term shall extend beyond September 1, 2000, at a rental payable in
10 semiannual payments, each in an amount equal to the following
percentages of the Cost of such Units: during the first five-year period,
2.89159% ; during the second five-year period, 1.9276% ; and during
the final five-year period, 1.4458%. Such semiannual payments shall
be made on March 1 and September 1 in each year of the applicable
extended term.

Fair Market Value shall be determined on the basis of, and shall be
equal in amount to, the value which would obtain in an arm’s length
transaction between an informed and willing buyer-user (other than
(i) a lessee currently in possession and (ii) a used equipment dealer)
and an informed and willing seller under no compulsion to sell and, in
such determination, costs of removal from the location of current use
shall not be a deduction from such value. If on or before four months
prior to the expiration of the term of this Lease or any extended term
hereof, the Lessor and the Lessee are unable to agree upon a deter-
mination of the Fair Market Value of the Units, such value shall be
determined in accordance with the foregoing definition by a qualified
independent Appraiser. The term Appraiser shall mean such in-
dependent appraiser as the Lessor and the Lessee may mutually
agree upon, or failing such agreement, a panel of three independent
appraisers, one of whom shall be selected by the Lessor, the second by
the Lessee and the third designated by the first two so selected. The Ap-
praiser shall be instructed to make such determination within a period
of 30 days following appointment, and shall promptly communicate
such determination in writing to the Lessor and the Lessee. The deter-
mination so made shall be conclusively binding upon both the Lessor
and the Lessee. The expenses and fee of the Appaiser shall be borne

by the Lessee.
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§13. Return of Units upon Termination of Term. Unless a Unit
is purchased by the Lessce as provided in § 12 hereof, as soon as prac-
ticable on or after the termination of the original or any extended term
of this Lease, as the case may be, the Lessee will, at its own cost and
expense, at the request of the Lessor, cause such Unit to be transported
to such point or points as shall be reasonably designated by the Lessor
immediately prior to such termination and permit the Lesscr to store
such Unit on any lines of railroad or premises approved by the Lessor
for a period not exceeding three months; the assembly, delivery, stor-
age and transporting of such Unit to be at the expense and risk of the
Lessee. During any such storage period the Lessee will permit the
Lessor or any person designated by it, including the authorized represen-
tative or representatives of any prospective purchaser of such Unit, to
inspect the same; provided, however, that the Lessee shall not be liable
except in the case of negligence of the Lessee or of its employees or
agents, for any injury to, or the death of, any person exercising, either
on behalf of the Lessor or any prospective purchaser, the rights of
inspection granted under this sentence. The assembling, delivery, stor-
age and transporting of the Units as hereinbefore provided are of the
essence of this Lease, and upon application to any court of equity hav-
ing jurisdiction in the premises, the Lessor shall be entitled to a decree
against the Lessee requiring specific performance of the covenants of
the Lessee so to cause the assembly, delivery, storage and {ransport-
ing of the Units. Each Unit returned to the Lessor pursuant to this
§ 13 shall (i) be in the same operating order, repair and condition
as when originally delivered to the Lessee, reasonable wear and tear
excepted, (ii) have attached or affixed thereto any special device, rack
or assembly considered an accession thereto as provided in § 8 hereof and
have removed therefrom any special device, rack or assembly not so
considered an accession thereto and (iii) meet the standards then in
effect under the Interchange Rules of the Association of American
Railroads, if applicable. If the Lessor shall elect to abandon any Unit
which has suffered a Casualty Occurrence or which, after expiration of
this Lease the Lessor shall have deemed to have suffered a Casualty
Occurrence, it may deliver written notice to such effect to the Lessee
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and the Lessee shall thereupon assume, and hold the Lessor harmless
from, all liability arising in respect of any responsibility of ownership
thereof, from and after receipt of such notice. The Lessor shall ex-
ecute and deliver to the Lessee a bill or bills of sale transferring to the
Lessee, or upon its order, the Lessor’s title to and property in, any Unit
abandoned by it pursuant to the immediately preceding sentence. The
Lessee shall have no liability to the Lessor in respect of any Unit aban-
doned by the Lessor after termination of the Lease; provided, however,
that the foregoing clause shall not in any way relieve the Lessee of its
obligations pursuant to § 6 hereof to make payments provided for
therein in respect of any Unit experiencing a Casualty Occurrence
during the original or any extended term of this Lease.

§ 14. Opinion of Counsel. On the date on which Trust Certificates
are issued pursuant to Section 2.01 of the Equipment Trust Agreement,
the Lessee will deliver to the Lessor and the Trustee the written opinion
of counsel of the Lessee, in such number of counterparts as may
reasonably be requested, and addressed to the Lessor and the Trustee,
in scope and substance satisfactory to them and their counsel, to the
effect that:

A. the Lessee is a corporation legally incorporated and
validly existing, in good standing, under the laws of the State of
Delaware, with full corporate power to enter into this Lease, the
Equipment Trust Agreement, the Manufacturing Agreements
and any equipment purchase agreements relating to the Units (and
any assignment thereof ) ;

B. this Lease, the Equipment Trust Agreement, the Manu-
facturing Agreements and any equipment purchase agreements
relating to the Units (and any assignment thereof) have been duly
authorized, executed and delivered by the Lessee and, assuming
the due authorization, execution and delivery thereof by the other
parties thereto, constitute valid, legal and binding agreements, en-
forceable in accordance with their terms;

C. this Lease and the Equipment Trust Agreement have
been duly filed and recorded with the Interstate Commerce Com-
mission pursuant to Section 20c of the Interstate Commerce Act,
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and will protect the ILessor’s title and interest in and to the
Units and the Trustee’s security title and interest in and to the
Units, and no filing, recording or deposit (or giving cf notice)
with any other Federal, state or local government or agency or
instrumentality thereof is necessary to protect the title and interest
of the Lessor or the security title and interest of the Trustee in
and to the Units in the United States of America;

D. all approvals if any, required from all public regulatory
bodies with respect to the entering into or performance of this
Lease, the Equipment Trust Agreement, the Manufacturing
Agreements and any equipment purchase agreement relating to
the Units (and any assignment thereof) have been obtained;

E. the entering into and performance of this Lease, the
Equipment Trust Agreement, the Manufacturing Agreements
and any equipment purchase agreement relating to the Units (and
any assignment thereof) will not result in any breach of, or consti-
tute a default under, any indenture, mortgage, deed of trust, bank
loan or credit agreement or other agreement or instrument to
which the Lessee is a party or by which it may be bound cr contra-
vene any provision of law, statute, rule or regulation to which the
Lessee is subject or any judgment, decree, franchise, order or
permit applicable to the Lessee;

F. no mortgage, deed of trust or other lien of ary nature
whatsoever which now covers or affects, or which may hereafter
cover or affect, any property or interest therein of the Lessee,
now attaches or hereafter will attach to the Units o- in any
manner affects or will affect adversely the Lessor’s right, title and
interest therein; provided, however, that such liens mey attach
to the rights of the Lessee hereunder in and to the Units; and

G. registration of the Trust Certificates under the Securities
Act of 1933, as amended, and qualification of the Equipment Trust
Agreement under the Trust Indenture Act of 1939, as amended,
are not required.
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§ 15. Recording and Expenses. Prior to the delivery and accept-
ance of any Unit, the Lessee will without expense to the Lessor cause this
Lease and any assignments hereof to be filed and recorded with the In-
terstate Commerce Commission in accordance with Section 20c of the
Interstate Commerce Act. The Lessee will undertake the filing, record-
ing and redepositing required under Section 7.03 of the Equipment
Trust Agreement and will from time to time, do and perform any other
act and will execute, acknowledge, deliver, file, register, record and
deposit (and will refile, reregister, rerecord or redeposit whenever re-
quired) any and all further instruments required by law or reasonably
requested by the Lessor or the Trustee (except as otherwise provided
in Section 7.03 of the Equipment Trust Agreement) for the purpose
of proper protection, to the satisfaction of the Lessor and the Trustee,
of the Lessor’s and the Trustee’s respective interests in the Units, or
for the purpose of carrying out the intention of this Lease and the
Equipment Trust Agreement. The Lessee will promptly furnish to
the Lessor and the Trustee evidence of all such filing, registering,
recording, depositing, refiling, reregistering, rerecording and/or re-
depositing and an opinion or opinions of counsel for the Lessee with
respect thereto satisfactory to the Lessor and the Trustee.

The Lessor will pay the reasonable costs and expenses involved in
the preparation and printing of this Lease, the Equipment Trust Agree-
ment and the Manufacturing Agreements. The Lessor and the Lessee
will each bear the respective fees and disbursements, if any, of their
respective counsel.

§ 16. Interest on Overdue Rentals. Anything to the contrary herein
contained notwithstanding, any nonpayment of rentals and other obliga-
tions due hereunder shall result in the obligation on the part of the
Lessee promptly to pay also an amount equal to the Penalty Rate (as
defined in the Equipment Trust Agreement) on the overdue rentals and
other obligations for the period of time during which they are overdue.

§ 17. Federal Income Taxes. The Lessor, as the owner of the
Units, shall be entitled to such deductions, credits and other benefits as
are provided in the Internal Revenue Code of 1954, as amended to the
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date hereof, to an owner of property, including (without limitation) an
allowance for the Rapid Amortization Deduction (as defined in § 9 of
this Lease) with respect to the Units, but the Lessee’s liability under this
§ 17 shall be solely as set forth below :

If the Lessor shall lose, or shall not have or shall lose the right to
claim, or there shall be disallowed with respect to the Lessor, all or any
portion of the Rapid Amortization Deduction with respect tn a Unit
available to non-railroad lessors of railroad equipment because such
Unit shall not be or continue to be “qualified railroad rolling stock”
within the meaning of Section 184(d) of the Internal Revenue Code of
1954, as amended to the date hereof, or any regulations promulgated by
the Internal Revenue Service thereunder, the rental rate applicable to
such Unit set forth in §§ 2 and 12 of this Lease shall, on and after the
next succeeding rental payment date after written notice to the Lessee
by the Lessor that such Rapid Amortization Deduction has not heen
claimed, or if claimed and then disallowed on and after the next succeed-
ing rental date after payment of the tax attributable thereto, be in-
creased to such rental rate for such Unit as, in the reasonable opinion
of the Lessor, will cause the Lessor’s net return, after deduction of all
taxes required to be paid by the Lessor in respect of the receipt of such
increase under the laws of the United States of America or any political
subdivision thereof, in respect of such Unit under this Lease to equal
the net return that would have been available if the Lessor had been
entitled to utilization of all or such portion of the Rapid Amortization
Deduction which was not claimed or was disallowed and the Lessee
shall forthwith pay to the Lessor the amount of any interest which
is assessed by the United States against the Lessor attributable to the
loss of all or any portion of the Rapid Amortization Deduction. The
Lessor agrees that if, in the opinion of independent tax counsel selected
by the Lessor and acceptable to the Lessee, a bona fide claim tc all or a
portion of the Rapid Amortization Deduction on any Unit exists in re-
spect of which the Lessee is required to pay increased rental and inter-
est as aforesaid to the Lessor as above provided, the Lessor shall, upon
request and at the expense of the Lessee, take all such legal or other
appropriate action deemed reasonable by said counsel in order to sus-
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tain such claim. The Lessor may take such action prior to making pay-
ment of the amounts claimed pursuant to a notice of disallowance or
may make such payment and then sue for a refund. In the latter event,
if the final determination shall be adverse to the Lessor, the Lessee
shall pay to the Lessor interest on the amount of the tax paid attribu-
table to the Rapid Amortization Deduction disallowed, computed at the
rate of 119% per annum from the date of payment of such tax to the
date the Lessee shall reimburse the Lessor for such tax in accordance
with the provisions of this § 17. The Lessor shall not be obligated to
take any such legal or other appropriate action unless the Lessee shall
first have indemnified the Lessor for all liabilities and expenses which
may be entailed therein and shall have furnished the Lessor with such
reasonable security therefor as may be requested.

The Lessee’s agreement to pay any sums which may become pay-
able pursuant to this § 17 shall survive the expiration or other termina-
tion of this Lease.

§ 18. Notices. Any notice required or permitted to be given by
either party hereto to the other shall be deemed to have been given when
deposited in the United States registered mails, first-class postage pre-
paid, addressed as follows:

If to the Lessor, ¢/o C.I.T. Leasing Corporation, 650 Madi-
son Avenue, New York, New York 10022, attention of the Presi-
dent;

Tf to the Lessee, at 1819 J. F. Kennedy Boulevard, Philadel-
phia, Pennsylvania 19103, attention of the Vice President and
Treasurer;

or addressed to either party at such other address as such party shall
hereafter furnish to the other party in writing.

§ 19. Severability; Effect and Modification of Lease. Any provi-
sion of this Lease which is prohibited or unenforceable in any jurisdic-
tion, shall be, as to such jurisdiction, ineffective to the extent of such
prohibition or unenforceability without invalidating the remaining pro-
visions hereof, and any such prohibition or unenforceability in any
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jurisdiction shall not invalidate or render unenforceable such provision
in any other jurisdiction.

This Lease exclusively and completely states the rights of the
Lessor and the Lessee with respect to the Units and supersedes all other
agreements, oral or written, with respect to the Units. No variation or
modification of this Lease and no waiver of any of its prov:sions or
conditions shall be valid unless in writing and signed by duly authorized
officers of the Lessor and the Lessee.

In the event that the Trust Certificates shall bear dividends on
the unpaid principal amount thereof at a rate other than 1074 9% per
annum or in the event that all the Trust Certificates shall be :ssued to
the Lessor, the Lessor and the Lessee shall enter into an appropriate
supplement to this Lease appropriately modifying the provisions hereof,
including §§ 2 and 6 hereof, in such manner that the rental payable
hereunder shall be sufficient to discharge the Lessor’s obligations under
Sections 5.04(c), (d) and (e) of the Equipment Trust Agreernent and
the Lessor shall be provided with a net return hereunder equal to the
net return that would have been available to the Lessor hereunder if
the Trust Certificates had been issued to persons other than the Lessor
and had borne dividends at a rate equal to 10%5 % per annum.

§ 20. Execution. This Lease may be executed in several counter-
parts, each of which so executed shall be deemed to be an original, and
such counterparts together shall constitute but one and the same instru-
ment. Although this Lease is dated as of September 1, 1970, for con-
venience, the actual date or dates of execution hereof by the parties
hereto is or are, respectively, the date or dates stated in the acknowl-
edgments hereto annexed.

§ 21. Low Governming. The terms of this Lease and all rights and
obligations hereunder shall be governed by the laws of the State of New
York; provided, however, that the parties shall be entitled to all rights
conferred by Section 20c of the Interstate Commerce Act and such addi-
tional rights arising out of the filing, recording or depositing hereof and
of any assignment hereof or out of the marking on the Units ag shall be
conferred by the laws of the several jurisdictions in which this Agree-
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ment or any assignment hereof shall be filed, recorded or deposited or
in which any Unit may be located.

§ 22. Obligations of Lessor Under Equipment Trust Agreement.
In the event that the Lessor shall become obligated to make any payment
(other than pursuant to Section 4.03 of the Equipment Trust Agree-
ment) or to perform any other obligations pursuant to the Equipment
Trust Agreement not covered by the provisions of this Lease, the Lessee
shall pay such additional amounts to the Trustee and perform such obli-
gations so that the Lessor’s obligations (other than pursuant to Section
4.03 of the Equipment Trust Agreement) pursuant to the Equipment
Trust Agreement shall be fully complied with. The Lessor will pay over
to the Lessee any amounts received by it pursuant to the last sentence
of Section 9.04 of the Equipment Trust Agreement.

§ 23. No Recourse. No recourse shall be had in respect of any
obligation due under this Lease, or referred to herein, against any in-
corporator, stockholder, director or officer, as such, past, present or
future, of the Lessor or the Lessee, or against any principal or principals,
(disclosed or undisclosed) of the Lessor or assignee or assignees or
transferee or transferees of the Lessor if the Lessor is acting in any
agency or nominee capacity, whether by virtue of any constitutional pro-
vision, statute or rule of law or by enforcement of any assessment or
penalty or otherwise, all such liability, whether at common law, in
equity, by any constitutional provision, statute or otherwise, of incor-
porators, stockholders, directors, officers, assignees, transferees or
principals being forever released as a condition of and as considera-
tion for the execution of this Lease.

§ 24. Prouisions Concerning Subordinated Notes. It is the
intention of the parties hereto that the obligations of the Lessee under
this Lease shall be superior in right of payment to all the Lessee’s
Thirty Year Subordinated Notes sold or to be sold pursuant to a Note
Purchase Agreement dated as of January 1, 1967, between the Lessee
and certain of its stockholders. The Lessee convenants and agrees
that if an Event of Default exists hereunder or an Event of Default
(as defined in the Equipment Trust Agreement) exists under the
Equipment Trust Agreement or any event which, with the giving of
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notice or the lapse of time, or both, would constitute such an Event of
Default, shall have occurred and be continuing, the Lessee will not
voluntarily prepay or retire any of such Notes.

§ 25. Increase of User Rates. The Lessee covenants and agrees
(1) that, if an Event of Default exists under § 9(A) hereof by reason
of the failure of the Lessee to pay to the Trustee within the grace period
provided in § 9(A) hereof, all or any part of the rentals due and
payable under § 2 hereof required for the payment of the principal of or
dividends on the Trust Certificates (but not including any principal or
dividends payable by reason of acceleration of the date of payment
thereof ), the Lessee will, upon written notice by the Lessor so to do,
within ten days after receipt of such notice, deliver to all parties to its
Form A and Form B car contracts (or such other Forms as may here-
after be used in substitution or in replacement of such Form A and
Form B car contracts) due and proper notice of increases in the car
user charges under such contracts, (ii) that all car contracts covering
any unit or units of railroad equipment of which the Lessee is the
owner or the lessee will contain provisions permitting the Lessee to
require such increases and (iii) that, unless in connection w'th an as-
signment or transfer to a corporation which shall acquire all or sub-
stantially all of the property of the Lessee pursuant to Section 5.09
of the Equipment Trust Agreement, the Lessee will not assign or trans-
fer its rights and obligations to require such increases under any such
car contracts. Such increases shall commence to accrue and shall be
effective on the first day of the first calendar month beginning subse-
quent to ten days after delivery of such notice by the Lessee to the
parties to such car contracts. Such increases shall be in such amounts
or percentages as will cause to accrue and be payable to the account of
the Lessee in respect of the first calendar month during which they are
in effect such additional sums of money as will be needed by the Lessee
to enable it to pay all such overdue principal and dividends (with in-
terest on overdue principal and dividends at the Penalty Rate, to the
extent that it shall be legally enforceable) and to cure any defaults in
payment of any principal, dividends or interest (or rentals intended to
provide for payment thereof) payable under comparable provisions of




30

any other equipment trust, conditional sale or other equipment agreement
of the Lessee not guaranteed jointly and severally by its shareholders or
a group of its shareholders (except defaults arising by reason of acceler-
ation of the date of payment of instalments of principal, dividends or
interest, or rentals intended to provide for payment thereof), whether
heretofore or hereafter entered into, based upon the most recent records
or information available to the Lessee relating to the use of its cars.
If for any reason any such increases so made by the Lessee shall fail to
provide in 90 days sufficient cash to enable the Lessee to cure such
default or defaults hereunder and under any other such agreements,
or if cash is provided but is not for any reason applied to cure such
defaults, the Lessee will, upon receipt of written notice from the Lessor
so to do, promptly make such further increases in its user charges as
may from time to time be necessary to enable the Lessee to cure all such
defaults hereunder and under such other agreements.

In WirnEss WHEREOF, the parties hereto, each pursuant to due
corporate authority, have caused this instrument to be duly executed
as of the date first above written.

C.I.T. CORPORATION,

by C.I.T. LEASING CORPORATION,

as Agent, -
[ CORPORATE SEAL]
/ , ; ce President.
b |
Attesti_, Wj L ﬂ fé/
bt YA

ssistant Secretary.
TRAILER TRAIN COMPANY,

[ CORPORATE SEAL] o q ((} .. %\lw - ;,\

V'ice President and Treasureg; '
Attest:

Assistant Secretary.
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StaTE oF NEwW YORK .. -
County oF NEwW YoORrRK "

On thi53 day of September, 1970, before me personally ap-
peared Tromas J. McPHILLIPS, to me personally known, who, being by
me duly sworn, says that he is a Vice President of C.I.'T. LEasING CoOR-
PORATION, that one of the seals affixed to the foregoing instrument is
the corporate seal of said corporation, that said instrument was signed
and sealed on behalf of said corporation by authority of its Board of
Directors and he acknowledged that the execution of the foregoing
instrument was the free act and deed of said }Qrp@ration. /

rd

g Notgty Punht
ANTHONY MAGGIO
[NOTARIAL SEAL] Notary Pubiic, State <7 “New York
No. 41-2452000
Qualified in Quesns Ceounty
Certificate filed in New York County
Commission Expires March 30, 1971

StATE oF NEW YORK .
County oF NEw YORK

On this S-AA day of September, 1970, before me personally ap-
peared J. A. BrennaN, JRr., to me personally known, who, being by
me duly sworn, says that he is the Vice President and Treasurer of
TraILER TrRAIN CoMPANY, that one of the seals affixed to the fore-
going instrument is the corporate seal of said corporation, that said
instrument was signed and sealed on behalf of said corpcration by
authority of its Board of Directors and he acknowledged thet the exe-
cution of the foregoing instrument was the free act and decd of said

: . < ‘ 9 ‘

CLIVIA TREGLIO
Notary Public, State of New York
No. 31-4015670

[NoTARrIAL SEALI

County

ified in New Yorlt
Cog‘;?igs'ion Expires March 30, 1971
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